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Dear Mr. Caton:

RECEIVED
AUG 29 1997

The Furst Group, Inc. ("TFG"), by its attorneys, respectfully requests that the
Commission take whatever action may be necessary to clarify that TFG does not owe
compensation under the interim, flat-rate compensation plan to payphone service providers
("PSPs"). Moreover, since TFG is currently being sued by PSPs for its refusal to pay such
compensation at this time, TFG asks that the Commission address this matter on an expedited
basis.

As you are aware, the Commission's September 20, 1996 Report and Order in CC Docket
No. 96-128 established an interim, flat-rate compensation mechanism under which PSPs would
be compensated for the lost value of interstate access calls placed from the PSPs' equipment prior
to the implementation of a per-call payment system. Under the interim mechanism, the Report
and Order required that interexchange carriers ("IXCs") which earn $100 million in annual toll
revenues must pay compensation to the PSPs. 1 While the exemption for small IXCs under this
compensation mechanism has been ruled to be arbitrary and capricious by the U.S. Court of
Appeals for the D.C. Circuit and remanded to the Commission for reconsideration, it currently

~~ Implementation of the Pay Telephone Reclassification and Compensation
Provisions of the Telecommunications Act of 1996, CC Docket No. 96-128, Re.port and Order, 11
FCC Red 20541,205601-20604.(1996) modified on recon., Order on Reconsideration, 11 FCC Red
21233,21286-21294 (1996). .

"!o. of Copies rac'd ilii­
L,st ABeDI: - _-----



William F. Caton
August 29, 1997
Page 2

remains in force pending further action by the Commission.2

The Report and Order included an appendix u..e..., Appendix F) listing each of the IXCs
which had reported toll revenues exceeding $100 million in 1995, and which are therefore
obligated to pay compensation to the PSPs. TFG was included in this list in error. As TFG' s
Executive Vice President and Chief Financial Officer attests in the affidavit included herewith as
Exhibit A, while TFG reported to the Commission that it had opera~ revenues of $109,314,287
for 1995, this figure included income from non-toll sources and was plainly not intended to serve
as a statement of TFG's 1Qll revenue.3

When TFG submitted its TRS Fund Worksheet to the Commission on April 19, 1996
(prior to the adoption of the Report and Order), TFG explicitly reported that it enjoyed~
revenues from its toll services totaling just $99,473,832.00.4 Moreover, since this gross figure
includes service fees, late payment fees, taxes, and other miscellaneous sources of company
income, TFG has demonstrated to the Commission that it actually enjoyed~ toll revenues of
$90,928,354.90 in 1995.5 Under either measure of toll income, it is clear that TFG falls below
the Commission's threshold.

It is therefore apparent that TFG was erroneously placed on the list of IXCs responsible
for paying compensation to the PSPs under the interim, flat-rate compensation mechanism. Since
discovering this problem, TFG has sent notification letters to the PSPs informing them that TFG
does not in fact owe compensation since its actual toll revenue falls below the $100 million
threshold.

TFG is currently being sued by American Public Communications Council, Inc.
("APCC"), the agent of a group of PSPs, in the U.S. District Court for the District of Columbia
as well as by GCB Communications, Inc. ("GCB") in the U.S. District Court for the District of
Arizona for its refusal to pay their invoices for compensation. Notwithstanding TFG's assurances
that a mistake has been made, both organizations have continued to press their lawsuits; indeed,
APCC recently amended its complaint to seek a total of $104,823.01 in payments, plus interest
and legal fees. Moreover, additional similar suits could be filed against the company. Clearly,
this matter has become quite serious, and the continued uncertainty concerning TFG's
responsibility for paying PSPs is exposing TFG to considerable liability as well as legal expense.

2 ~ Pleading Cycle Established for Comment on Remand Issues in the Payphone
Proceeding, Public Notice (Aug. 5, 1997) at 1-2, n.3.

3 A copy of TFG's March 29, 1996 letter reporting its 1995 operating revenues to the
FCC is included as Exhibit B.

4 A copy of TFG's 1996 TRS Report is included as Exhibit C.

5 A copy of TFG's June 14, 1997 letter informing the Commission of this data, and
attaching a spreadsheet showing TFG's sources of toll revenue for 1995, is attached as Exhibit D.
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As a result of the foregoing, TFG respectfully requests that the Commission take
appropriate action to clarify that TFG does not owe PSPs compensation under the Commission's
interim payphone compensation mechanism, since its actual toll revenues fall beneath the
Commission's threshold. Due to TFG's ongoing litigation with PSPs as well as the risk of
additional lawsuits, TFG further requests that the Commission take such action on an expedited
basis.

Please direct any questions concerning the foregoing to the undersigned.

------..homas K. Crowe
Michael B. Adams, Jr.,
Counsel for The Furst Group, Inc.

Exhibits

cc: Jeffrey L. Bockol
Jill Papenhausen
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Dea MichcJeI:
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NijUiclteg~ eompeIDUIb1.
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Thank 'IOU.
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